- OFFICIAL A

_SSOUTHMAIN STREET
TATERBURY, VERMONT 05676 RIS
a2 241 353

.

STATE OF VERMONT
AGENCY Gf 11(IMAN SERVICES
DIVISION OF L ATE SETTING

TROM: Ke}r}gws\z‘oneman, Director i

For the Secretary

"

SUBJECT: FY 1985 Medicaid Payments to Murging Homes
Reference: Rule No. 82-22

This memorancdum transmits final proposed chiges to the rale -=feranced above, vhich ti-
Division will use to establish prospective payment rates paid to nursing hames {or Modice.o
recipients. The changes were proposed on March 30, 1984 and & public hearing was held on
Yay 1 in Yaterbury. 24 persons attended the hearing and chr testifind. Wriiton o
oral coment was accepted through and beyond the published cite of May €, 1924,

The primary purpose of the change was to apply the same inflation factor incroase te 2ll
facilities, kut (1) to-mpply the inflation factor only to rate components subiert o
inflationary nressurcs (excluding property and return on eguity components), and (2) to
limit the inflated rate camponents, termed "operations per dicms," in euxcess of an
zcceptable variation among facilities. The inflation factor for 1985 was also spic  ficd.

_ssues Addressed:

Z. Inflation factor. Conmenters focused on the 4.4% specified for 1985, urging a factoo
in the 5.3 - 6.6% range. Supporting arguments included references to labor inlensity
in the nursing hame industry, increasing inflationary pressures, and reliance on
projcctions specific to skilled care facilities.

Response: Ve have considered all submissions, re-examined data we used, includins
historic projected and actual inflztion and general econamic indicators
available at the time, and reviewced the latest available inferrmation.

We do not agree with reliance solely on health care projections (typicrily
greater than indicators such as the CPI), but agree that they showld e
considered. Ve concede the labor intensity of nurqing homes. Althouc!:
actual inflation was less than progected in previous years, most indications
are that an increase will coccur in the next rate vear. BRasad on thoge
conclusions and taking into account both general and health care spzcific
projections, we have increased the inflation factor to 5.1%, which we
believe is a more realistic projection for Vermont facilities than the
higher factor suggested.

. Aoplication of inflation factor tc crerations corponents of per diem rates and not '
proporty and return on ecuity c*or“ozmnts. Mo ohjection was made to tius chinge.
Commentors proposed reimbursement of property costs an a "dollar for dollar" busis,
with an inflation factor "additur" for any lag in reimbursanent resulting from usc

of prior year data, and cited as a major concern necessary changes in mortoage i
refinancing, and increasing insistence of lenders on adjustable rates. ‘




-

NFFICIAL . A

Response: Return to the dollar-for-dollar cost reimpursement of the past and its
excessive increases is not consistent with current law and policy.
Neither is it fiscally prudent or necessary for econamic and efficient
operations. We have re-examined data and assumptions we used to
develop the proposed change. We conclude that the amended rule provides

; for necessary campensation to efficiently and economically operated

| facilities, with cne exception: that being significant
changes in interest rates because of required mortgage refinancing and
variable interest rates.

Al

We have thercefore amended section 403 of this rule to provide for uprard
or downward adjustment of the prospective rate, depending upon whether
financing terms result in interest increases or decreases.

Limit on the operations per diem part of rates at the ninetieth percentile (after
application of the inflation factor). This portion of the rate covers variable costs,
né the limit is intended to bring the excessive variations of the highest cost
facilities into a more reasonable and acceptable range. Tt follows up on advice to the
nost expensive facilities over the last two years that their costs were not reascnable
and would have to be brought more into line with other facilities.

A spokesman for the nursing hame association and other facilities opvosed the 90th, or
any other percenfile or similar limit, submitting that such a limit is merely a money-
saving device, assumes identical operating costs for efficient facilities, and has

no rational basis. Concern was voiced that a lower percentile might be used in the
futurc. Speakers for the two facilities most affected by the proposal gave sone
reasons for their high costs, but without justifying them as necessary or choracter-
istic of efficiently and econamically operated facilities.

Lesponse: The Division's clear legal responsibility is to set rates that are
adequate to meet necessary costs of econamically and efficiently
cperated facilities but do not result in excessive payments, Limits
are necessary, in Medicaid or any other program. There is no oblication
to ignore bulget constraints, but the proposed limit was not designed
simply to s ve money. It is rather cne way of ensuring reasonable
carparzbility in payments for camparable services. As indicated below,
the nrooosed 1imit does not sssume identical costs at peak efficiency and
indeed has @ *actual basis, «intrary to camrents made.

2lthough theiz is no fixed fermula for defining an efficiently and
cconarically «perated feciliiv {the same legal standard for nursing

hane wadymaefit -1 all states), the manager of such a facility will

strive tc be :arpetititve (i.c., not more expensive) by approximating
the costs of »ther facilities. We have proposed to limit only the
cpecatichs r ik of the rates, ieaving in place the wide variations

in peyments - fixed properiy costs. As providers argued in comnection
witll the infxthbion factor; tiose variable costs are largely labor,

wirion 9 TerY Sursivive bo mANagerial skill and effectiveness.

Becausg of @ifferences in facilities such as size, location, level of
care.llcenSLng, and physical layout, some variation is expected, a3
provided. The proposed 90th percentile allcws a variation nore'thé;
one-third above the average opsrations per diem for Vermont nursingx
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homes. Not a single free-standing facility is limited, either
profit-making or not for profit. Facilities of every size,

and range:of age, location, patient mix, and other characteristics
would be excluded fram the limit. Only four would be affected:

all hospital based or controlled. The hospital related facilities
have historically had both higher costs and greater rates of
increase than other nmursing hames. Our analyses show that the

high costs result from more than hospital overhead allocations under
Medicare accounting often cited. They in fact reflect hicher wages,
benefits and staffing patterns, and greater administrative and
support costs than other nursing homes.

/]

Percentile limits are not the only reasonable bases for controlling
excessive differences in costs and payments. They are, however,
cammonly used in the various state systems governing Medicaid payment
to nursing homes. :

For reasons indicated above, and based on our data, we conclude that
the 90th percentile limit on the non-capital part of the rates is
warranted and justified.

Rapresentatives of the two facilities most limited by the proposal
have proposed that their current rates be neither increased nor
decreased for the next year, allowing more time to see if cost-
payment gaps can be closed. Although less than desired progress
has been made in the last two rate years, we conclude that this
is a reasonable request, and have so amended the proposed change.

Summary of changes to the original proposal:

1.

The inflation factor for FY 1985 has been increased fram 4.4 to 5.1 percent.

Soction 403 of the Rule has been amended to allow adjustment of a prospective
rate in the event of necessary significant changes in mortgace interest costs.

Section 401 D. of the Rule has been changed so that the operations per diem
rart of a facility's rate will not be reduced in FY85 below the 1984 level.

-
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June 18, 1984

TO: Kent Stoneman, Director
Division of Rate Setting
c/o Agency of Human Services

We have received the adopted rule: NURSING HOME RATE SETTING

* It is in proper form. We have assigned it 84-A25.

The following problems were taken care of by phone/

Should be taken care of immediately:

We can't accept this for filing until the following problems
are taken care of:

* This rule will take effect on: JULY 1, 1984.

Only lines with asterisk apply. If you have questions, please
call me at 828-2464 or 1-800-642-~5155.

Cordm@

Carol A. Holmes
APA Administrator
Office of the Secretary of State

cc/Bill Russel
Legislative Council
File



EXPLANATION FOR CITIZENS

B aw, evéry proposed regulation must be published for two suc-
zesye weeks in newspapers of record approved by the Secretary of
Star: The first week’s publication includes a concise summary of the pro-
nose: -ule, as well as a brief summary of its effect on Vermonters. The
secom: ad is briefer, listing only the title and subject of the rute, the agen-
Zy a7t the agency contact.

T hurpose of publishing these regulations is to give you a chance to
e orally or in writing. The law also says the agency must hold a
s} :aring on a proposed regulation if 25 persons or an association
2P at teast 25 membersrequestsit inwriting. )

Tt :et a a copy of a rule or make suggestions to the agency, call or write
to the Zontact person listed below for each regulation. You can also make
comnents to the Legisiative Commitiee which reviews regulations by
contwiting the Legisiative Committee on Administrative Rules, State
Hous: Montpelier, VT 05602 (telephone: 828-2231).

FOCD STAMP MONTHLY REPORTING
AND RETROSPECTIVE BUDGETING
Ver—ont Proposed Rule #84-P15

AGENCY: Human Services — Department of Social Welfare

FOF SURTHER INFORMATION CONTACT: Ed Pirie, Program Con-
sultaw, Dept. of Social Weltare, 103 S. Main St., Waterbury, VT 05676;
Phore 241-2809.

FOSTER HOME REGULATION
Vernont Proposed Rule #84-P16

AGZwCY: Human Services — Department of Social and Rehabititation
Servias

FO? “URTHER INFORMATION CONTACT:Jackie Kotkin, Chief of
Feser Care Licensing Unit, 103 S. Main St., Waterbury, VT 05676; Phone:
241 9

—

EMERGENCY RULE

AY'AN INFLUENZA IMPORT PROHIBITION
\ nt Proposed Rule #84-E-2
AlL_ JY: Agriculture

FO? TURTHER INFORMATION CONTACT: Dr. David Walker, Dept.

of L culture, 116 State S1., Montpelier, VT 05602; Phone: 828-2421.

FOODSTAMP SHELTER INSURANCE
Ve~—ont Proposed Rule #84-P17

AGZCY: Human Services — Department of Social Welfare

AGEWCY'S REFERENCE NUMBER: 84-15P

CONI.SE SUMMARY : The item of shelter insurance (insurance on the
struure) is removed from the Fuel and Utitity Standard. Those who ac-
tus! ncur such a cost will be allowed to claim the actual expense as 3
sheriir cost. Those who do not incur such a cost will not have a actual ex-
pen=: ‘o offset the reduction in the standard and their calculated shelter

cosm: vill be reduced by the amount that had been included in the stan-,

dar:

TY®Z3 OF PERSONS AFFECTED: Food Stamp recipients, elderly or
disaned food stamp recipients; Dept. of Social Welfare.

CC:™ 3ENEFIT ANALYSIS: The removal of shelter insurance from the
Fue ind Utility Standard will mean an estimated annual decrease of
$15£.10 in Food Stamps to be distributed over 3,300 househoids with

elae or disabled recipients that do not have an expense for sheiter in-
suratce,

SC-ZDULED HEARING: April 30, 1984, 1:30 p.m.; Chittick Auditorium,
/e runt State Hospital, Waterbury.
13

DE ~ INE FOR COMMENTS: May 7, 1984.
g RTHER INFORMATION CONTACT: Ed Pirie, Program Con-
g Dept. of Social Welfare, 103 So. Main St., Waterbury, VT 05676;

Phae

P -

241-2809.
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ANFC BASIC NEED REGiLATIONS sy-1y

Vermont Proposed Rule #
AGENCY: Human Services — t {

AGENCY'S REFERENCE NUMBER: 84-22P

CONCISE SUMMARY : Basic need and sheiter standards for ANFC ha
been increased to reflect the increase in the cost-of living from 432 12/
tn order to equitably distribute funds appropriated by the Legislature,
sufficient to pay 100% of need, the payments will be at 65.5% of the n¢
§tandard. The Medicaid Protected Income Level, the ANFC room a
board standards of eligibility, the amount of business expenses aflow
for meals for child care in ANFC and Medicaid, are among the standar
updated.

A special needs allowance has been added to the ANFC payment st.
dard to implement the Singie Parent Opportunity Program (SPOP). It
to enable ANFC recipients with children under the age of six whoare @
mandatory WIN registrants and who have barriers to emplovms
become more employable, and to cover items such as education @
training fees, and other expenses necessary to complete each indivifua
employabitity plan.

TYPES OF PERSONS AFFECTED: ANFC and Medicaid recipients a
Dept. of Social Welfare.

COST-BENEFIT ANALYSIS: ANFC recipients will receive an aver:
grant increase of $15.78 x average caseload estimate of 8,134 = an

crease of $128,386 per month or $41,540,632 per year. The cost will be v
amount plus a start-up cost of $2,500 for a total cost of $1,543,132 (incitc
State and Federal funds).

The Singte Parent Opportunity Program will cost approximately Sl,
per recipient based on an average of 400 recipients. An estimated 600
participate annually at a total of $600,000 Federai and State funds. T
State share wili be 30.63%.

Total annual cost of both of the above changes will be $2,143,132.

SCHEDULED HEARING: April 30, 1984; 2:00 p.m.; Chittick Auditoriy
Vermont State Hospital, Waterbury.

DEADLINE FOR COMMENTS: May 7, 1984,
FOR FURTHER INFORMATION CONTACT: H. Kenaston Twitcht

Program Consultant, Dept. of Social Welfare, 103 So. Man Strect. Wall
bury, VT 05676; Phone: 241-2805.

NURSING HOME RATE SETTING
Vermont Proposed Rule #84-P19
AGENCY: Human Services — Nursing Home Rate Setting Division

AGENCY'S REFERENCE NUMBER: 82 22

CONCISE SUMMARY: Amendments to Methods, Standards and P
ciples for Establishing Payment Rates; Skilled Nursing and @
termediate Care Facitities are: (1) specify the FY 85infiation factor to
used to calculate nursing home per diem rates, (2) exclude atiowan-
for fixed property costs and return on equity from the rates in appiyi
the inflation factor, (3) set a facility class limit on the resulting infiat
rate components, and (4) place Vermont Achievement Center in
separate class.

TYPES OF PERSONS AFFECTED: Nursing homes providinc servic
to Medicaid patients, Medicaid recipients in nursing homes, anc Dopt
Social Weifare.

COST-BENEFIT ANALYSIS: This policy change specifies both the inf
tion factor and maximum limits applicable to nursing home prospectt
rates. in FY 1985, it is expected to increase expenditures by $1,000.000.
which approximately $350.000 is General Fund. Ninety percent of nursi
hornes are expected 1o receive an increase of 4.4% Yo per diem rate co
ponents subject in inflation, and the four most expensive huomes to rece
reductions from the same rate components in effect on June 30, 19844
maximum of $59.26. The change is not expected to aifect Medicaid
tients.

SCHEDULED HEARING: May 1, 1984, 1:00 p.m.; Chittick Auditoriv
Vermont State Hospital Complex, Waterbury.

DEADLINE FOR COMMENTS: May 8, 1984.

FOR FURTHER INFORMATION CONTACT: Kent Stoneman, Directt

Nursing Home Rate Setting Division, 103 So. Main Street, Walerbu:

Vermont §5676; Phone: 241-3530.
£ .
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EXPLANATION FOR CITIZENS

By low, every proposed regulction must be
published for two successive weeks in newspapors
of record aopproved by the Secretary of Stote. The
first week’s publication includes a concise summary
of the proposed rule, os well as a brief summary of
its offect on Vermonters. The second ad is briofer,
listing only the title and subject of the rule, the
agency and the agency contact.

The purpose of publishing these regulations is to
?ivo you a chance to respond, orally or in wn'finﬂ.

he law olso soys the agency must hold a public
hearing on a proposed regulotion if 25 persons or an
association having at lease 25 members requests it
in writing.

To get a copy of a rule or make suggestions to
the ogency, call or write the contact person listed
below for eoch regulation. You can also moke
comments to the Llegislative Committee which re-
views regulations by contacting the Legisiative Com-
mittee on Administrative Rules, State House,
Montpeslier, VT 05602 (telephone: 828-2231).

FOOD STAMP MONTHLY REPORTING AND RETRO-
SPECTIVE BUDGETING

Vermont Proposed Rule #84-P15

AGENCY: Human Services — Department of Social
Waelfare

FOR FURTHER INFORMATION CONTACT: Ed Pirie,
Program Consultant, Dept. of Social Welfare, 103 5.
Main St., Waterbury, VT 05676; Phcne: 241-2809,

FOSTER HOME REGULATION

Vermont Proposed Rule #84-P16

AGENCYiHuman Services — Department of Social
and Rehabilitation Services

FOR FURTHER INFORMATION CONTACT: Jackie Kot-
kin, Chief of Foster Care Licensing Unit, 103 S. Main
St., Waterbury, VT 05676; Phone: 241-2159,

EMERGENCY RULE
AVIAN INFLUENZA IMPORT PROHIBITION
Vermont Proposed Rule #84-E2 .
AGENCY: Agriculivre .
FOR FURTHER INFORMATION CONTACT: Dr. f)avid
Woalkor, Dept. of Agriculture, 116 State St., Montpe-
lier, VT 05602; Phone: 828-2421.

FOOD STAMP SHELTER INSURANCE

Vermont Proposed Rule #¥84-P17

AGENCY: Human Services — Department of Social
Woelfare

AGENCY'S REFERENCE NUMBER: 84-15P

CONCISE SUMMARY: The item of shelter insurance
{(insurance on the structure) is removed from the fuel
ond Utility Standard. Those who actuctly incur such o
cost will be allowed to claim the actual expense as a
shelter cost. Those who do not incur such a cost will
not have an actug! expense to offset the reduction in
the standard and their calculcted shelter costs will be
reduced by the amount that hod bsen included in the
standard.

TYPES OF PERSONS AFFECTED: Food Stamp recipi-
ents, eldsrly or disabled food stamp recipionts; Dept.
of Social Welfare.

COST-BENEFIT ANALYSIS: The removal of shelter
insurance from the Fuel and Utility Stocndard will
mean an estimatod annual docrease of $158,000 in
food Stamps to be distributed over 3,300 house-
holds with olderly or disablud recipients that do not
have an expense for sheltor insurance,

SCHEDULED HEARING: April 30, 1984, 1:30 p.m.;
Chittick Auditorium, Yermont State Hospital, Water-

bury.

DEADLINE FOR COMMENTS: May 7, 1984.

FOR FURTHER INFORMATION CONTACT: Ed Pirie,
Program Consultant, Dopt. of Social Welfare, 103
gg.oév\cin St., Waterbury, VT 05676; Phone: 241-

ANFC BASIC NEED REGULATIONS

Yermont Proposed Rule #84.P18

AGENCY: Human Services — Deopartment of Sociol
Weltare

L~ ke o w *owe
R ) e e

AGENCY'S REFERENCE NUMBER: 84-22P
CONCISE SUMMARY: Basic need and shelter star-
dards for ANFC have boen increased to reflect the
increase in the cost-of-living from 4/82-12/83. In
order to equitably distribute funds o prorrio'od by
the Legislature, insufficient to pay 100% ot need, the
?cyments will be at 65.5% of the need standord.
he Medizaid Protected Income Level, the ANFC
room and board standards of eligibility, the amount
of business expenses allowed fgr meals for child
care in ANFC and Medicaid, are among the stan-
dards updated.
A special needs allowance has beed added to the
ANFC poyment standord to implement the Single
Parent Opportunity Program tSPOP). It is to enable
ANFC recipients with children under the age of six
who are non-mandatory WIN registrants ond who
have barriers to employment become more employ-
able, and to cover items such os educotion and
training fees, and other expenses necessary to
complete each individual's employability plan.
TYPES OF PERSONS AFFECTED: KNFC and Medicaid
recipients and Dept. of Social Welfare.
COST-BENEFIT ANALYSIS: ANFC recipients will re-
ceivo an average grant increase of $15.78 x aver-
age caseload estimate of 8,134 = an increase of
$128,386 per month or $41,540,632 per yeor. The
cost will be this amount plus a start-up cost of
$2,500 for o toral cost of $1,543,132 (includes Stote
and Federal funds).
The Single Parent gcfpoﬂunity Program will cost
opproximately $1.,5 per recipient bosed on on
average of 400 recipients. An estimated 600 wiil
participate annuolly ot o total of $600,000 Federal
and State funds. The state share will be 30.63%.
Total annual cost of both of the above changes will
be $2,143,132,
SCHEDULED HEARING: April 30, 1984; 2:00 p.m.;
Chittick Auditorium, Vermont State Hospital, Woter-

ury.
DEADLINE FOR COMMENTS: Moy 7, 1984,

FOR FURTHER INFORMATION CONTACT: H. Kenas-
ton Twitchell, Program Consultont, Dept. of Social
Woelfore, 103 So. Main Street, Waterbury, VT
05676; Phone: 241-2805.

NURSING HOME RATE SETTING
Vermont Proposed Rule #84-P19
AGENCY: Human Services — Nursing Home Rate
Setting Division

AGENCY'S REFERENCE NUMBER: 82-22

CONCISE SUMMARY: Amendments to Methods,
Standards and Principles for Establishing Poyment
Rotes; Skilled Nursing and Intermediate Care Facili-
ties are: (1] specify the FY 85 inflation foctory to be
used to cclcuﬁ:tc nursing home per diem rates, (2)
excludes cllowonces for fixed property costs ond
return on equity from the rotes in applying the
inflation factor, (3} set a facility class limit on the
resulting inflated rate components, and {4) place
Yermont Achievement Center in a separate class.
TYFES OF PERSONS AFFECTED: Nursing homes pro-
viding services to Medicaid patients, Medicaid rocipi-
ents in nursing homes, and Dept. of Social Welfare.
COST-BENEFIT ANALYSI5: This policy chonge speci-
fies both the inflation factor and maximum fimits
appliccble to nursing home prospective rotes. In FY
1975, it is expectod to increcse expenditures by
$1,000,000, of which apgroximately $350,000 is
General fund. Ninety porcent of nursing homes are
expectad to receive an increase of 4.4% to per diem
rate components subject in inflation, ond the most
expensive homes to receive reductions from the
same rate compononts in effect on Juns 30, 1984 to
a maximum of $59.26. The change is not expacted
1o cffect Medicaid patients.

SCHEDULED HEARING: May 1, 1984, 1:.00 p.m;
Chittick Auditorium, Vermont Stote Hospital Cormiplex,
Woterbury.

DEADLINE FOR COMMENTS: May 8, 1984,

FOR FURTHER INFORMATION CONTACLT: Kent
Stoneman, Dircctor, Nursing Home Rate Setting Divi-
sion, 103 So. Main Street, Waterbury, Vermont
05676; Phone: 241-3530.
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THE ASSURANCE STATEMENT AS REQUIRED BY 42 CFR 447.253

7”‘7"'!0

(SNF/ICF - EXCEPT ICF/MR)

In accordance with 42 CFR 447.252(a) and (b), and consistent with
447.253(g), the Vermont Medicaid Program, effective for services provided on .
or after July 1, 1986, will pay for long term care facility services in Skilled
Nursing Facilities and Intermed%ate Care Facilities under the Methods, Standards
and Principles for Establishing Payment Rates. Rates calculated under such Methods,
Standards and Principles have been determined by the State to be reasonable and
adequate to meet the cost incurred by efficiently and economically operated
providers to provide services in conformity with applicable State and Federal laws,
regulations, and guality and safety standards. The Vermont Agency finds that such
payment meets the requirements of 42 CFR 447.253(b) (1) (i) .

Allowable rates of reimbursement are determined by applying an inflation
factor for the ensuing rate year to prospective rates (such prospective rates
determined from base year audited allowable costs of each facility, determined in
acgordance with HIM-15 principles and methods). Such reasonable and adequate rates
will continue to be increased each July 1 by an inflation factor sufficient to enable
efficiently and economically operated facilities to provide care in conformity with
applicable Federal and State requirements. The inflation factor for the rate
period ending July 30, 1987 is 2.5 percent.

The State Agency provides for uniform cost reporting and periodic audits
as specified in 42 CFR 447.253(d) and 447.253(e). All participating facilities
must file an annual uniform cost report within 90 day; after the end of their
fiscal year. (See attachment A for the uniform cost report). Full scope on-site
field audits of the financial and statistical records are conducted on at least

20 percent of the facilities each year.
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The State has complied with the public notice requirements in
42 CFR 447.205 as specified in 42 CFR 447.253(f). A public announcement was
published in the major daily newspapers on July 31 and Auqust 7, 1986 advising
all interested parties of a public hearing that was held on August 19, 1986
regarding the attached amendment to the Plan.

The public hearing was attended by 11 interested persons, including facility
representatives and employees, dnd representatives of trade associations. No one
presented oral testimony, and no written comments were received before or after
the public hearing.

As specified in 42 CFR 447.253(c), the State Agency has provision for
individual providers to submit additional evidence and receive prompt admin-
istrative review 8T payment rates and other final orders affecting payments.
Beyond the specific appeal provisions of the payment Methods, Standards and
Principles, individual providers have a further right of administrative appeal
and hearing before an independent hearing officer under provisions of Title 33,
Vermont Statutes Annotated.
) In accordance with 42 CFR 447.253(b) (2), the State Agency has made a finding

2

that the aggregate Medicaid payments can not reasonably be expected to exceed the
amount that would be paid for the services utilizing tﬁe Medicare Principles of
Reimbursement, adjusted for services not included in the State Plan, and for
services in the Medicaid Program not included in the Medicare Program. Although
not required by Federal regulations, the payment Methods, Standards and Principles
continue to require that the Medicaid payment not excqed customary charges to
the general public for such services.

In accordance with the provisions of 42 CFR 447.255, the State Agency submits

the following information:
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Individual rates of reimbursement are determined by applying an inflation
factor to each facility's prospective rate on June 30 (exclusive of property
costs and return on equity, which are based on actual costs determined in
accordance with this plan). For a more detailed description, see the revised
Section 401 of the Methods, Standards, and Principles for Reimbursement to
Skilled Nursing and Intermediate Care Facilities.

The average SNF/ICF paymen£ rate for the rate year ending June 30, 1987
will be $51.18 an increase of 2.9% percent over the average rate for the
immediately preceding rate period.

At the present time, 46 of the 48 facilities licensed as Skilled Nursing
or Intermediate Care Facilities are participating in the Title XIX Medical
Assistance Progra;T— Since these Methods, Standards and Principles provide for
increases each July 1 (based on review of economic indicators), the present
extensive participation on a statewide and geographic area basis is expected
to continue, and no significant effect on the type of care provided is expected.
Plan changes effective July 1, 1986 impacts on only one facility (which indicates
that its services will not be affected) are not expgcted to have any adverse
impact on accessability to and availability of services that meet quality and
safety standards. Continued application of these Methods, Standards and
Principles will assure the continued delivery of high quality care and the

continued availability of services on a statewide and geographic basis to

Skilled Nursing and Intermediate Care recipients under the Medicaid Program.

September 16, 1986



